
(]) For the purpose of developing this transitional estimate, the loop
and port costs estimated bv the FCC cost model, or other substitute method if no
model is available, shall be used.

(2) For the purpose of developing this transitional estimate, the
administrator shall construct three zones. Wire centers within the study area will be
grouped into these zones in such a wav that each zone is assigned approximately
one third of the lines in the studv area, with the lowest cost wire centers assigned to
Zone 1, the highest cost wire centers assigned to Zone 3, and the remainder to Zone
2.

§54.810 Portable Access USF Support

(al Each Eligible Telccommunication Carrier (ETC! that provides local
exchange service. except through the resale ofILEC retail services pursuant to 47 U.S.c.
§254(c)(4), to an end user within the study area ofa participating price cap incumbent
LEC shall receive Portable Access USF Per Line for each end user line.

(b) In anv studv area within which the incumbent LEC has not established
state approved geographically deaveraged rates for UNE loops, the Portable Access USF
Support Per Line is Study Area Access USF Support divided bv total lines (both ILEC
and CLEC-provided) in that study area.

(c) A/lemalive 1 (Proponiol1!l1e Allocation)'

In anv studv area within which the incumbent LEC has established state approved
geographically deaveraged rates for UNE loops, the Portable Access USF Support Per
Line is calculated as follows:

II) Within each study area, determine the percentage proportion of
Study Area Universal Service Support to Studv Area Above Cap Revenues.

(2) Within each zone and customer class li.e. residential/single line
business and multiline business for each zone), Portable Access USF Support Per
Line for that zone and customer class is Zone Above EUCL Cap Revenues for that
customer class times Studv Area Access USF Support divided by Studv Area
Above Cap Revenues, divided bv the number of lines of the customer class within
that zone using base period demand.

, Parties do not agree in the methods in establishing the portable per line amount.
Altemative 1 proposes that the Interstate Access-related USF should be distributed
proportionately among all "above EUCL-Cap" lines.
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Altel7lative 2 (Highest Cost Zone First)'

In any study area within which the incumbent LEe has established state approved
geographically deaveraged rates for UNE loops. the Portable Access USF Support Per
Line is calculated as follows. The support in each study area will be made portable for
lines in the highest cost zone first, and will "cascade" to lines in lower cost zones to the
extent that sufficient funding is available. Beginning with the zone with the highest Zone
Average Revenue Per Line, funding will be applied in the following order, of priority:

(l) To all lines in the highest zone, to eliminate thc amount per line bv
which Zone Average Revenue Per Line exceeds the higher of $9.20 or the Average
Revenue Per Line in the next highest zone;

(2) If the Zone Average Revenue Per Line in the next highest zone is
greater than $9.20, then to all lines in both zones to eliminate the amount per line bv
which Zone Average Revenue per Line exceeds $9.20;

(3) To all residential and single line business lines in the highest zone.
to eliminate the amount per line that Zone Average Revenue Per Line for these lines
exceeds the higher of $7 .00 or Average Revenue Per Line in the next highest zone;

(4) If the Zone Average Revenue per Line in the next highest zone is
greater than 57.00. then to all residential and single line business lines in both zones
to eliminate the amount per line bv which Zone Average Revenue Per Line exceeds
$7.00.

This "cascade" process will continue until all of the available funding has been
assigned to lines bv zone and bv customer class; it mav extend in similar fashion to
additional zones. to the extent that their Zone Average Revenue per Line exceeds
the $9.20 and $7.00 caps. and available funding pernlits. The pcr-line amount
assigned to each multiline business line in a given zone would then be portable
among eligible telecommunications can'iers, as would the per,line amount assigned
to each residence line and eaeh single line business line in that zone.

§S4.811 PreliminarY Minimum Aceess USFSI"," Arc'

(a) If Average Price Cap CMT Revenue Per Line,,,,,,, "" is greater than $9.20

PreliminarY Minimum Access USF ,,,,d, "" = Price Cap CMT Revenue ""J' "'0' '
(($7.00 X Residential & Single Line Business Lines ""J, "'0' X 12) + $9.20 X
Multiline Business Lines",,,,,,,,, X 12))

; Parties do not agree in the methods in establishing tbe portable per line amount.
Alternativc 2 proposes the Interstatc Access,related USF bc distributed first to the highest
cost lines.
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lb) If Average Price Cap CMT Revenue Per Line,,,",, Are" is greater than S7.00
but less than $9.20 then:

Preliminary Minimum Access USF study arca = (Average Price Cap CMT Revenue
Per Linestudy ..." - $7.00) X (Residential & Single Line Business Lines"udV'''''' X
111 ' .

lc) If Average Price Cap CMT Revenue Per Lines",") Are, is less-than $7.00 then
the Preliminary Minimum Access USF study area is zero. '

§54.812 Zone and Study Area Above EUCL Cap Revenues

la) The following steps shall be perfonned by the Administrator to determine
Zone Above EUCL Cap Revenues for each mice cap incumbent LEe. whether or not
participating.

(I) Calculate Average Ptice Cap CMT Revenue Per Line stud, area

(2) Calculate Zone Average Revenue Per Line.

(3) Calculate Zone Above EUCL Cap Revenues. Zone Above EUCL
Cap Revenues is the sum of Zone Above EUCL Cap RevenuesR"'",""&S;","Lm'BU.';u",
and Zone Above EUCL Cap Revenues "ult",,,",,,,,,,,, Zone Above EUCL Cap
Revenues Resid(.llce&Silll!1l:LincBu:>,ill':~- is. \vithin each zone, the product of Zone Average
Revenue Per Line minus sioo multiplied bv line months. If negative, the Zone
Above EUCL Cap Revenues Re"idencl.':&SingIt:LillelhL~ines, for the zone is zero. Zone Above
EUel Cap Revenues "u";ltncBus;,,u," is, \\ithin each zone, the product of Zone Average
Revenue Per Line minus $9.20 multiplied bv line months; ifnegative the Zone
Above EUCL Cap Revenues Mult'"'''''''''''' for the zone is zero. Or:

Zone Above EUCL Cap Revenues = ((Zone Average Revenue Per Line - $7.00) X
Residential & Single Line Business Lines "udv """ X 12) + ((Zone Average Revenue
Per Line - 59.20) X
Multiline Business Lines studvar" X 12)

Where Zone Average Revenue Per Line - 57.00> SO.OO, and Zone Average
Revenue Per Line - 59.20> 50.00)

(b) Study Area Above Cap Revenues is the sum of Zone Above EUCl Cap
Revenues for all zones in the studv area.

§54.813 Calculation of Study Area Access USF Support for Areas Served bv
Palticipating Price Cap LECs

7



The Administrator, based on the data submitted pursuant to § 54.812, shall calculate the
Study Area Access Universal Service Support for areas served by participating Price Cap
Incumbent LECs according to the following methodologv:

(l) Calculate Nationwide Total Above Cap Revenues. Nationwide
Total Above Cap Revenues is the sum ofall Study Area Above Cap Revenues for
all price cap ILECs, whether or not participating.

(2) Calculate PreliminaIY Study Area Universal Service Support
(PSUASS).

(i) If the Nationwide Total Above Cap Revenues is greater than
$650 million, then the Preliminary Study Area Universal Service Support
(PSAUSS) equals the Studv Area Above Cap Revenues multiplied by the
ratio of 5650 million to Nationwide Total Above Cap Revenues (i.e.
Preliminary Study Area Universal Service Support = Study Area Above
Cap Revenues X ($650 Million! Nationwide Total Above Cap Revenues).

If the Nationwide Total Above Cap Revenues is not greater than
$650 million, PSAUSS equals the Study Area Above Cap Revenues.

(3) Calculate the Minimum Delta (MD) bv studv area. Within each
study area the Minimum Delta will be equal to the Minimum Access USFS"'d, A~,
less the PSAUSS, if the difference is greater than zero. If the difference is less than
or equal to zero, the MD is equal to zero.

(4) Calculate the Total National Minimum Delta (TNMDl bv
summing all study are Minimum Deltas nationwide.

(5) Calculate the Minimum Adjustment Amount.

(i) If the TNMD is greater than 575 million, then the
Minimum Adjustment Amount (MAA) equals the product of the current
phased in percentage times the MD by studv area times the ratio of 575
million to TNMD Or:

Minimum Adjustment Amount = (MAA Phase In Percentage) X
(Minimum Delta) X ($75 million! Total National Minimum Delta).

(ii) jfthe TNMD is less than $75 million. then the MAA
equals the product of the MAA Phase In Percentage and the MD by studv
area.

(6) Calculate the Total National Minimum 5UPPOIt Requirement
(TNMSR). which equals the sum of the MSR for all studv areas. The Minimum
Support Requirement for a studv area is determined as follows:

(i) "Preliminary Study Area Universal Service Support x
($650 million - TNMSR) -;. Nationwide Sum of PSAUSS tor all study areas
in which MSR is SO..'

(ii) If the MAA is equallo zero. the MSR is the Preliminary
Mininnilll Access USF Stu,jy:\rc;o~
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(7) Calculate Study Area Access USF Support (SAAUS).

(i) For study areas in which the MAA was zero, and within
which the participating price cap incumbent LEC has established
geographically deaveraged state-approved rates for UNE loops, the SAAUS
for that study area is equal to:

PreliminarY Study Area Universal Service Support x ($650 million -
TNMSR) -;- 5650 million. '

(ii) For study areas in which the MAA was zero, and within
which the participating price cap incumbent LEC has not established
geographically deaveraged state-approved rates for ONE loops. the SAAUS
for that studv area is the Preliminary Minimum Access USFS'''d",,,,.
calculated pursuant to 54.811.

(iii) For studv areas in which the MAA was greater than zero,
the SAAUS for that studY area is the Minimum Support Requirement
(MSR).

§54.814 Support When Providing Service.

An eligible telecommunications carrier shall receive payment of support pursuant to §
54.810 onlv for such months the carrier is actually providing service to the end user. The
Administrator shall ensure that there is periodic reconciliation of support pavrnents.

§54.815 Transition Provisions.

Study Area Access USF Support amounts for the area served bv each participating price
cap incumbent LEC will be recalculated on Julv 1. 2000. Januarv 1, 2001 and thereafter
as detem1ined bv the Administrator.
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§61.3 DefmitioDs

(a) Act. The Communications Act of 1934 (48 Stat. 1004; 47 U.S.c. Chapter
5), as amended.

(b) Actual Price Index (API). An index of the level of aggregate rate element
rates in a basket, which index is calculated pursuant to § 61.46.

(c) Association. This term has the meaning given it in § 69.2(d)'

(SO Average Price Cap eMrl",en", per Lin, Month. Price Cap CMT
Revepue per Mopth as QfDecember 31, 1999 (including the adjustments to be made
pursuant to § 61.4811» using bye period demand. divided bv the base period demand
number oilines as of December 31,1999. In filing entities with multiple srndy areas, jfjt
becomes necessary t9 calculate the Price Cap CMT Revenue Per Line for a specific stud~

area. then the Price Cap GMT Revenue Per Line fOT that studv area is deteunined as
follows. using base period demand revenues (including the adjustments to be made
pursuant tQ § 61.48(]»)' Base Factor Panion WfP) and lines as of December 3], 1999:

PriceCqpCMTRevenuePerLineSoutydrrq -

PriceCgpCMTRevenueEWagFnuo' x (EF?S'yWrr;s -I- BFPEilingfnrjQ.l
..;.. LinesStyd\,Arra

Nothing in this definition precludes a price cap local exchange camer from coptinuing to
average rates across tiling entities coptaining multiple study areas, where pennitted under
existing rules.

Average Price Cap CMI Revenues Per Line mav be adjusted after December 3], ]999 to
reflect exogenous costs.

(e) Averqge Traffic Sensitive Claarge. The Average Traffic Sensitive Charge
will be calculated bv taking the sum of revenues for Local Switching Local Switching
Trunk Pons. Signalling Transfer Point Port Termination, switched Direct Trunked
Transport. Signalling for switched Direct Trunked Transport, Entrance Facilities for
switched access traffic Tandem Switched Trauma" the residual and service-related
Transport Intercowectiop Charges. Infounatiop Surcharge and Signalling for Tandem
Switching and dividing that sum of revenues bv total Local Switching minutes of use. If
a new element is created from existing s\\'itched access rate elements (such as creating a
call set-up charge out of the existing local switching rate element) the revenues
anticipated from that elemept will be included in the calculation of the Average Traffic
Sensitive Charge.

([d) Balld. A zone of pricing flexibility for a service category, which zone is
calculated pursuant to § 61.47.

C!:e) Base period. For carriers subject to §§ 61.41-49, the 12-month period
ending six months prior to the effective date of annual price cap tariffs, or for carriers



regulated under § 61.50, the 24-month period ending six months prior to the effective
date of biennial optional incentive plan tariffs. Base year or base period earnings shall
not include amounts associated with exogenous adjustments to the PCl for the sharing or
lower formula adjustment mechanisms.

(hl) Basket. AIly class or category of tariffed service or charge:

(1) which is established by the Commission pursuant to price cap
regulations;

(2) the rates of which are reflected in an Actual Price Index; and

(3) the related costs of which are reflected in a Price Cap Index.

(ig) Change in rate structure. A restructuring or other alteration of the rate
components for an existing service.

(ift) Charges. The price for service based on tariffed rates.

(ki) Commercial contractor. The commercial firm to whom the Commission
annually awards a contract to make copies of Commission records for sale to the public.

at) Commission. The Federal Communications Commission.

(mk) Concurring carrier. A carrier (other than a connecting carrier) subject
to the Act which concurs in and assents to schedules of rates and regulations filed on its
behalfby an issuing carrier or carriers

CDl) Connecting carrier. A carrier engaged in interstate or foreign
communication solely through physical connection with the facilities of another carrier
not directly or indirectly controlling by, or under direct or indirect common control with,
such carrier.

Cslffl) Contract-based tariff A tariff based on a service contract entered into
between an interexchange carrier subject to § 61.42 (a) through (c) or a nondominant
carrier and a customer.

U2fl) Corrections. The remedy of errors in typing, spelling or punctuation.

Ule) Dominant carrier. A camer found by the Commission to have market
power (i.e., power to control prices.

(nl) GDP Price Index. (GDP·PI). The estimate of the "Fixed Weight Price
Index for Gross Domestic Product, 1987 Weights" published by the United States
Department of Commerce, which the Commission designates by Order.
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(}~ GNP Price Index. (GNP-pn. The estimate of the "Fixed-Weil!hted Price
Index for Gross National Product, 1982 Weights" published by the United States
Department of Commerce, which the Commission designates by Order.

(p') Issuing cllrrier. A carrier subject to the Act that pUblishes and files a
tariff or tariffs with the Commission.

ell) Line Month. Line demand per month multiplied bv twelve:

Q:5) Locll1 Exchange Carrier. Any person that is engaged in the provision of
telephone exchange service or exchange access as defined in section 3(26) of the Act.

~) New service offering. A tariff filing that provides for a class or sub-class
or service not previously offered by the carrier involved and that enlarges the range of
service options available to ratepayers.

~lf) Non-dominanr carrier. A carrier not found to be dominant.

(rr) Other participating carrier. A carrier subject to the Act that publishes a
tariff containing rates and regulations applicable to the portion or through service it
furnishes in conjunction with another subj ect carrier.

(2) Price Cap eMf Reyenue. The maximum total revenue a filing entity
would be pennined t9 receive froID End User Common Line charges. Presubscribed
Interexchange Carrier charges (flees), Carrier Common Line Charges. and the pgrtign of
local switching reallgcated to the Common Line basket pursuant to § 61.48(1), Price Cap
eMT Revenue includes marketing expenses presentlY collected pursuant to § 69.156(a).
and residual interconnectjoD charge revenues collected through PICe charges but it does
not recover the current local exchange eaujer universal seaie; contributions as of
December 31. 1999.

ww) Price Cap Index (PC!). An index of costs applying to carriers subject
to price cap regulation, which index is calculated for each basket pursuant to §§ 61.44 or
61.45

Cl2.ll~) Price cap regulatioll. A method of regulation of dominant camers
provided in §§ 61.41 through 61.49.

~~) Price cap tariff Any tariff filing involving a service that is within a
pnce cap basket, or that requires calculations pursuant to §§ 61.44. 61.45. 61.46, or
61.47.

~~) Productivity factor. An adjustment factor used to make annual
adj ustments to the Price Cap Index to reflect the margin by which a carrier subject to
price cap regulation is expected to improve its productivity to the economy as a whole.
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~) Rate. The tariffed price per unit of service.

<.flbe) Rate increase. Any change in a tariff which results in an increased rate
or charge to any ofthe filing carrier's customers.

wee) Rate level change. A tariff change that only affects the actual rate
associated with a rate elements, and does not affect any tariff regulations or any other
wording of tariff language.

Glhee) Regulations. The body of carrier prescribed rules in a tariff governing
the offering of service in that tariff, including rules, practices, classifications, and
definitions.

(iiee) Restructured service. An offering which represents the modification of
a method of charging or provisioning a service; or the introduction of a new method of
charging or provisioning that does not result in a net increase in options available to
customers.

(iiff> Service Band Index (SBI). An index of the level of aggregate rate
element rates in a service category, which index is calculated pursuant to § 61.47.

~) Service category. Any group of rate elements subject to price cap
regulation, which group is subject to a band.

(lllffi) Supplement. A publication filed as part of a tariff for the purpose of
suspending or canceling that tariff, or tariff publication and numbered independently
from the tariffpage series.

(rom) Target Rate. SO.0055 for fonner Bell Operating Companjes and GTE.
SQ.0065 for other price cap local exchange carriers.

<IlDtt) Tariff. Schedule of rates and regulations filed by common carriers.

~) Tariffpublication, or publication. A tariff, supplement. revised page,
additional page, concurrence, notice of revocation. adoption notice, or any other schedule
of rates or regulations filed by common earners.

<lll2ldt) Tariff year. The period from the day in a calendar year on which a
carner's annual access tariff filing is scheduled to become effective through the preceding
day of the subsequent calendar year.

(g,gH) Text change. A change in the text of a tariff which does not result in a
change in any rate or regulation.

~) United States. The several States and Territories, the District of
Columbia, and the possessions of the United States.
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(ss) Zone Aver," Revenue pe, Line The Price Cap em ReVenue per Line
allocated to a particular state-defined zone used fOT deaveraging orUNE loop prices. The
Zone Average Revenue per Line is computed according 19 the following fODDula:

Zone Average Revenue Pet Line == (25°/q • CLgopZPDE Priss .;. Pone,.;sd .;. U

V/bere:

II runiform Revenue per Line AdiustlDeutl-
(price Cap CMI Revenue Pet lin;Swdy Am,· Base Period Lines'D1dy ,'Sal (250/0·
<reLines! !HE Zpge x (LoonTP", ROSS +Pon Prjsel-J lNf Zoos x 12) for each zone))) : Base
Period LineSSrudv AtE";) + 12 where;

(LooPZ9DE pric; ) (ms ZgDS = the UNE rates for unbundled loop

(Port PrjsJt YNE zPDS - price for switch nortS in that UNE zone,

§ 61.41 Price cap requirements generally.

(a) Sections 61.42 through 61.49 shaH apply as foHows:

(1) To dominant interexchange carriers, as specified by Commission
order;

(2) To such local exchange carriers, as specified by Commission order,
and to aHlocal exchange carriers, other than average schedule companies, that
are affiliated with such carriers; and

(3) On an elective basis, to local exchange carriers, other than those
specified in paragraph (a)(2), that are neither participants in any Association
tariff, nor affiliated with any such participants, except that affiliation with
average schedule companies shaH not bar a carrier from electing price cap
regulation provided the carrier is otherwise eligible.

(b) If a telephone company, or anyone of a group of affiliated telephone
companies, files a price cap tariff in one study area, that telephone company and its
affiliates, except its average schedule affiliates, must file price cap tariffs in aH their study
areas.

(c) The following rules apply to telephone companies subject to price cap
regulation, as that term is defined in § 61.3Cbb)l\ 1.:(Wj, which are involved in mergers,
acquisitions. or similar transactions.

(I) Any telephone company subject to price cap regulation that is a
party to a merger, acquisition, or similar transaction shaH continue to be
subject to price cap regulation notwithstanding such transaction.
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(2) Where a telephone company subject to price cap regulation
acquires, is acquired by, merges with, or otherwise becomes affiliated with a
telephone company that is not subject to price cap regulation, the latter
telephone company shall become subject to price cap regulation no later than
one year following the effective date of such merger, acquisition, or similar
transaction and shall accordingly file price cap tariffs to be .effective no later
than the date in accordance with the applicable provisions of this Part 61.

(3) Notwithstanding the provisions of § 61.41(c)(2) above, when a
telephone company subject to price cap regulation acquires, is acquired by,
merges with, or otherwise becomes affiliated with a telephone company that
qualifies as an "average schedule" company, the latter company may retain its
"average schedule" status or become subject to price cap regulation in
accordance with § 69.3(i)(3) and the requirements referenced in that section.

(d) Local exchange carriers that become subject to price cap regulation as that
term is defined in § 61.3(w) shall not be eligible to withdraw from such regulation.

§ 61.42 Price cap baskets and service categories.

(a) Each dominant interexchange carrier subject to price cap regulation shall
establish three baskets as follows:

(I) A residential services basket

(2) An 800 service basket; and

(3) A business services basket.

(b) (I) The residential basket shall contain such services as the
Commission shall permit or require, including the following service
categories:

(i) Domestic day MTS;

(ii) Domestic evening MTS;

(iii) Domestic night/weekend MTS ;

(iv) International MTS;

(v) Operator and credit card services; and

(vi) Reach Out America.
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(2) The 800 service basket shall contain 800 Directory Assistance:

(i) Readyline 800;

(ii) AT&T 800;

(iii) Megacom 800,

(iv) Other 800; and

(v) 800 Directory Assistance.

(3) The business services basket shall contain analog private lines,
including analog voice grade private line, unless provided under contract to a
government entity, and terrestrial television transmission service.

(c) Dominant interexchange carriers subject to price cap regulation shall
exclude the following offerings from their price cap baskets:

(I) Special construction services relating to services in § 61.42 (b)(I),
(b)(2), and (b)(3);

(2) All other special construction services;

(3) American Telephone and Telegraph Company TariffF.C.C. No. 11
services;

(4) American Telephone and Telegraph Company TariffF.C.C. No. 12
services;

(5) American Telephone and Telegraph Company TariffF.C.C. No. 16
services;

(6) Services subject to below-the-line accounting;

(7) International private line and record carrier services;

(8) Contract-based tariffs;

(9) Services removed from price cap regulation pursuant to the Report

and Order in Docket No. 90-13::;

(10) [Removed and Reserved)

(II) All other promotional offerings;
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(12) Custom tariff services;

(13) Ready1ine 800 service;

(14) AT&T 800 service;

(15) Megacom 800 service;

(16) Other 800 services;

(17) Commercial services; and

(18) Such other services as the Commission may specifY.

(d) Each local exchange carrier subject to price cap regulation shall establish
baskets of services as follows:

(1 ) A basket for the common line interstate access elements as
described in §§ 69.115, 69.152, 69.154, and 69.157 of this chapter, and that
portion of the interstate access element described in § 69.153 of this chapter
that recovers common line interstate access revenues;

(2) A basket for traffic sensitive switched interstate access elements;

(3) A basket for trunking services as described in §§ 69.110,69.111,
69.112,69.114, 69.125(b), and 69.155 of this chapter, and that portion of the
interstate access element described in § 69.153 of this chapter that recovers
residual interconnection charge revenues;

(4) To the extent that a local exchange carrier specified in § 61.41(a)(2)
or (3) offers interstate interexchange services that are not classified as access
services for the purpose of pan 69 of this chapter, such exchange carrier shall
establish a fourth basket for such services.

(5) [Removed and Reserved)

(6) A basket for the marketing expenses described in § 69.156 of this
chapter, including those recovered through End User Common Line charges
and Presubscribed lnterexchange Carrier charges.

(e) (1) The traffic sensitive switched interstate access basket shall contain
such services as the Commission shall permit or require, including the
following service categories:

(i) Local switching as described in § 69.106(f) of this chapter;
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(ii) Information, as described in § 69.109 of this chapter;

(iii) Oata base access services;

(iv) Billing name and address, as described in § 69.128 of this
chapter;

(v) Local switching trunk ports, as described in 969.l06(f)(1) of
this chapter; and

(vi) Signalling transfer point port termination, as described in §
69.125(c) of this chapter.

(2) The trunking basket shall contain such transport and special access
services as the Commission shall permit or require, including the following
service categories and subcategories:

(i) Voice grade entrance facilities, voice grade direct-trunked
transport, voice grade dedicated signalling transport, voice grade
special access, WATS special access, metallic special access, and
telegraph special access services;

(ii) Audio and video services;

(iii) High capacity flat-rated transport, high capacity special
access, and DDS services, including the following service
subcategories:

(A) OSI entrance facilities, OSI direct-trunked transport,
OS 1 dedicated signalling transport, and OS 1 special access
services; and

(B) OS3 entrance facilities, OS3 direct-trunked transport,
OS3 dedicated signalling transport, and OS3 special access
servIces;

(iv) Wideband data and wideband analog services;

(v) Tandem-switched transport, as described in § 69.111 of this
chapter;

(vi) Interconnection charge, as recovered In §§ 69.153 and
69.155 of this chapter; and
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(vii) Signalling for tandem switching, as described in § 69.129
of this chapter.

(f) Each local exchange carrier subject to price cap regulation shall exclude
from its price cap baskets such services or ponions of such services as the Commission
has designated or may hereafter designate by order.

(g) New services, other than those within the scope ofparagi'aphs (c) and (f) of
this section, must be included in the affected basket at the first annual price cap tariff
filing following completion of the base period in which they are introduced. To the
extent that such new services are permitted or required to be included in new or existing
service categories within the assigned basket, they shall be so included at the first annual
price cap tariff filing following completion of the base period in which they are
introduced.

......

§ 61.45 Adjustments to the PCl for local exchange carriers.

(a) Local exchange carriers subject to price cap regulation shall file
adjustments to the PCI for each basket as part of the annual price cap tariff filing, and
shall maintain updated PCls to reflect the effect of mid-year exogenous cost changes.

(b) Adjustments to local exchange carrier PCls for the baskets designated
in § 61.42(d) (2), (3), (4), and (6) shall be made pursuant to the formula set forth in §
61.44(b), and as funher explained in § 61.44 (e), (f), (g), and (h).

(l) Notwithstanding the value of X defined in § 61.44(b), the X
value applicable to the baskets specified in § 61.42(d) (2), (3), and (6) shall be
6.50/0: t9 the extent necessary 19 reduce a tariff entjty's Average Traffic
Sensitive Charge to the Target Rate for the first time. Once an ILEC tariff
entitv's Average Traffic Sensitive Charge is equal t9 the Target Rate for the
first time (the former NYNEX telephgne companies mav he treated as a
separate tariff entity), then. except as provided in paragraph (2)' X is equal to
GDP-PI and DO further reductjons will be mandated.'i.e. if applying the full
X-factoI reduction fOT a given year would reduce the Average Traffic
Sensitive Charge below the Target Rate, the amount of X-factor reduction
applied that vear \vi}) be the amount necessarY to reach the Target Rate).

For companies with separate tariff entities under a single cap
the following mles shall applY:

li) Targeting amounts as defined in 61.45 ril'l) shall be
identified separate!\, using the revenue for each of the tariff entities
under the cap t
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(in Each tariff entity shan pnlv be required to use the amount of
targeting necessary to get t9 the $0.0055 or $0.0065 Target Rats.

(2) Once an !LEe achieves the followingj 1) the TaritI Emity's
Average Itifjic Sensitive Charge has at leas' ODce reached the Target Rals.
even iris subseguentJv deviated from the Target Rate pursuant to
§ 61.45(j)(4); 2) the Cmier Common Line and PICe rates are eliminated: and
3) the primary residential and single line business End User Common Line
charge reaches the AverDgS Price Cap eMT Revenue Per Line,- the X-factor
for the Common Line and Marketing baskets will equal GDP-PI as long as
ORr-PI is less than pI equal to 6,5% and greater than ooep. IfGDP-PI is
greater than 6.5 %

, the X-factor for the CommoD Line and Marketing baskets
will equal 6,504. and aU End User CommoD Line charges will be increased by
the difference between GDP-PI and the 6,5 0

/0 X-factor. IfGDP-PI is less than
0, the X-factor for the Common hne and Marketing baskets win be Q,

Q~) For the basket specified in § 61.42(d)(4), the value of X for all I
local exchange carriers subject to price cap regulation, shall be 3.0%.

(3) IRelftlwed BBd Resel"l'ed)

(c) Adjustments to local exchange carrier pels for the baskets designated in
§ 61.42(d)(1)' (2), (3) and (4) shaH be made pursuant to the following formulas:

(1) Common Line.

!.il.Subject to paragraphs w'(ji) (e)(2) and (e) of this section,
adjustments to local exchange carrier PCls for the basket designated in
§ 61.42(d)(l) shall be made pursuant to the following formula:

PClt =PClt_l[l+w[(GDP-PI - X - (gl2))/(1 -.- (g/2))] - AZIR]

Where the terms in the equatioD are described ip (c)(6) below

GOP PI
six ll'Elmhs pnElr tEl th" elTeelJve dBte Ell' the new BAllMtll tl!l'j IJ'
BAtllhe etlJTes/"tll\ell '", eJMtlFler of the l'lfe,.. iElMS .. efl:f,

y. ,

tlte nitie af millllt« "f lise pef tleeeS5 !ille rlufiltb- lfie base Ilefiat!.
to 111inutes et" I::fsc ~er tlee':55 lme clljriR.=- EAE t'fe del:l5 5tlSE

fleA "e. ''A; ''''5 l.

11



AZ ffl:e seller eriee, ef ettft'eftf regtdater,' ehs:nges , ..iteR eerl1l'8:fee te
(floe fC=Hletiefts ili effeet at the time the PCI :,.-8:5 U"cialeB 1ft
P8t-h meastlt fa at eese "eriea level ef 6rrerat;efts.

R - 68:!1e I'eriea qttantities far eaefl fate ele!neflt "i". ffttlhipliea hy
the "riee tel eaefi rate eleffteftt "i" at the fime the PCI \\ as
t!J'etetea te PCIt4,

'•.,. = R AZ. till ei'tiaee e}" R,

P8,~-~--tl1oh"'e ....ft"'e...,....· PPf'C~1""\""'1I1k,t1tee~,1I1111.ala

Cii~) The fOIlIlula set forth in paragraph (c)(1)!ll of this section
shan be used by a local exchange carrier subject to price cap regulation
only if that carrier is imposing a carrier common line charge pursuant to
§ 69.154 of this chapter. Otherwise, adjusttnents to local exchange
carrier pels for the basket designated in § 61.42(d)(1) shall be made
pursuant to the fOIlIlula set forth below; ~ 61.41(6), IIHa plII'II:-'l'llphs (i)
!ma 0) ef lhi, seeliefl. ll:ft6 ItS fttl'tner eXl'lllillefl ill § 61.44 (el. (I), (g).
1lH6 (n). Fer the flul'I'eses ef thi, Jl8:l'a~lll'h, Ma Il6IViithslllnaill,; !:he
yshte ef X aetiRea in § 61.4 4(e). tfle X ;-slue tt¥JJ'lieae~e te the Besket
'Ileeifiea ill ~ 61.42(El)( 1) shill! be 65'! O.

PClr, - PCkJ.U+w((Q[)P-Pl- XI + 4V8?

where the terms in the equatiop are described in section (&)(6) below.

(2) Adjustments to local exchange carner pels for the Traffic Sepsitjve
basket designated in § 61 42(4)(2) shall be made as follow§"

PC/. - PCIoj;J,[}+w((GPP-PI-Xi + 42187

where the tenDs in the equation are described in sectigp (c)(6) below.

(3) Adjustments to local exchange earners' pels for the Trunkjng
basket designated in § 61 42(4)(3) shall be made as follows:

PCl, - PCloj;j,[hv[(GpP-Pl-XI ~ 42187

where the terms in the equation are described in sectiop (c)(6) below"

(4) Adjustments to local exchange carriers' E05 for thUnterexctmlis
basket designated in § 61 A2(d){42 shall be made pursuant to "the following
fonnula:

12



fOr =fCk.t.U +wa(fGPf-Pl- Xi ~ 4 YlR+ 4VRl

where the terms in the equation are describsd in sectioD (£)(6) below.

(5) Adiustments to local excbange carriers' pels for the Mgrketing
basket designated in § 61.42(4)(6) shall be made pursuant t9 the following
fOJIDu1i;

fOr = fCIl;J.U+w{(GDP-Pl- X2 + 4Z1Rl

where the Jews in the equation are described in sectiop (£)(6) below.

(6) PCI tenn definitions, PCI fODl1u]as in sections (£)(]) through
(£)(5), above, contajn some or all of the following components. which are
defined here:

GDP-PI For annuaJ filings only. the percentage change in the GDP-eI
between the quarter endjng six mgnths priOT to the effective date
grehe Dew 3MU3] tariff and the corresponding quarter of the
previous year. For all other filings: the value is zero,

x = For the Common Line. Traffic Sensitjve. Twnking. and Marketing
baskets. for Annual Filings only, the factor set at the leyel
prescribed in subsectioD Cb)( 1)·(21. For the Interexcbange
Basket, for annual filings only, the factor is set at the level
yrescribed in subsection (b)(3). For all other filings, the value
15 zero.

g For annual filings onl\'. the ratio ofminutes of use per access ljne
during the base period, to minutes oruse per access line during
the previous base oeriod, all minus]. For all other filings, the
value is zero.

AZ = the dollar effect of current regulatory changes when compared to
the regulatioDs in effect at the time the PCI \\,a5 updated to
PCII;J measured at base period level of ooerations.

AY = (new access rate· access rate at the time the PCl was updated to
PCIL:J.l x (base period demand), summed for all access rate
elements.

R base period quantities for each rate element "I", multiplied bv the
price for each rate element "T" at the time the PCI \\'35 updated
to PClr:J-.

w R ~ AZ. all divided b\' R (used for the common line, traffic
sensitjve, tnlnking, and marketing baskets).

13
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R .. (access rate in effect at the time the PCI Was updated to PCII;J..A
base period demand) + 42, aU divided bv &i

the new PCI value.

the immediatsly preceding pel valpe

Targeted Reduction =the actual possible dollar value oithe (GDP-PI - Xl
reductionS that will be targeted to the Average Traffic Sensitjve
Charge (AS defined in paragraph 61.45(j)(3) oftbis cbapter).

(d) The exogenous cost changes represented by the tenn "tlZ" in the fonnula
detailed in paragraphs (b) and (c) of this section shall be limited to those cost changes
that the Commission shall pennit or require by rule, rule waiver, or declaratory ruling.

(l) Subject to further order of the Commission, those exogenous
changes shall include cost changes caused by:

(i) the completion of the amortization of depreciation reserve
deficiencies;

(ii) such changes in the Unifonn System of Accounts, including
changes in the Unifonn System of Accounts requirements made
pursuant to § 32.16 of this chapter, as the Commission shall permit or
require be treated as exogenous by rule, rule waiver, or declaratory
ruling.

(iii) changes in the Separations Manual;

(iv) changes to the level of obligation associated with the Long
Tenn Support Fund and the Transitional Support Fund described in §
69.612;

(v) the reallocation of investment from regulated to nonregulated
activities pursuant to § 64.901;

(vi) such tax law changes and other extraordinary cost changes
as the Commission shall pennit or require be treated as exogenous by
rule, rule waiver, or declaratory ruling.

(vii) as of lanuan' J. 2000 the retargeting of the PC1 to the level
specified by the Commission for carriers whose base year earnings are
below the level of the lower adjustment mark wjll be eliminated until
Januarv 1, 2095.

(viii) inside wire amortizations

14



(ix) the completion of amortization of equal access expenses.

(2) (i) local exchange carriers specified in § 61.41(a)(2) or (a)(3)
shan also make such temporary exogenous cost changes as may be
necessary to reduce PCls to give full effect to any sharing of base
period earnings required by the sharing mechanism set forth in the
Commission's Second Report and Order in Comman Carrier Docket
No. 87-313, FCC 90-314, adopted September 19, 1990. Such
exogenous cost changes shan include interest, computed at the
prescribed rate of return, from the day after the end of the period giving
rise to the adjustment, to the midpoint of the period when the
adjustment is in effect.

(ii) local exchange carriers specified in § 61.41(a)(2) or (a)(3)
shan not be subject to the sharing mechanism set forth in the
Commission's Second Report and Order in Common Carrier Docket
No. 87-313, FCC 90-314, adopted September 19, 1990, with respect to
earnings accruing on or after July 1, 1997. This paragraph has no effect
on any sharing obligation of any local exchange carrier relating to
earnings accrued before July 1, 1997.

(3) Local exchange carriers specified in § 61.41(a)(2) or (a)(3) shall, in
their annual access tariff filing, recognize aIJ exogenous cost changes
attributable to modifications during the coming tariff year in the obligations
specified in § 6J.45(d)(1 )(iv) as wen as those changes attributable to
alterations in their Subscriber Plant Factor and the Dial Equipment Minutes
factor, and completions of inside wire amortizations and reserve deficiency
amortizations.

(4) Exogenous cost changes shall be apportioned on a cost-causative
basis berween price cap services as a group, and excluded services as a group.
Exogenous cost changes thus attributed to price cap services shaH be further
apportioned on a cost-causative basis among the price cap baskets.

(5) After JanuaO' 1, 2000, exogenous adjustments will be recovered
from services other than those used to calculate the Average Traffic Sensitive
Charge.

(e) The "w[(GDP-Pl - X - (g!2»/(1 -'- (g!2»))" component of the PCl formula
contained in paragraph (c)(l)(i) of this section shall be employed only in the adjustment
made in connection with the annual price cap filing.

(f) The exogenous costs caused by new services subject to price cap regulation
must be included in the appropriate PCI calculations under paragraph (c) of this section
beginning at the first annual price cap tariff filing following completion of the base
period in which they are introduced.

15



(g) In the event that a price cap tariff becomes effective, which tariff results in
an API value (calculated pursuant to § 61.46) that exceeds the currently applicable PCl
value, the PCl value shall be adjusted upward to equal the API value.

(h) [Removed and reserved.]

(i) (1) ~;el'\'..itfistalltlil!~ the 1"l'6 ,'isiens efl'~ga"hs til) 1lfi6 (e) efthis
seelit>fl. Me :;1tBjeet 16 tfic lifnitati8t=ls eff'&fllgF8J'" ti) semis seetiefi. tHiee eft}'
16eat exehttftge eamers that are feeeyertng inh~fe6ftftee\ien eh!lf;e revenues
e",e1::l.4h J'er miflt:lte rates l'tlfStlttflt ~e § 69.124 Sf ~ 69.155 ef this ehttJ'ter stullt
tefget~ f8 the extern neeeS58,,' te eiilfllt\8le the rees, e~ eftlH~ Fesieltltll
ifv~eFeeA"eel;ettj ehaf~e reveflues thF6ugfi ",er mffitJle rtties. M~! PCI reattetioflS
!l:55eeiatea ....itll the baskets aesi="elea ill ~ 61.42(6)(!) ll:fi6 (2 I that rest:lll frelll the
Ilj'll'lieetiel'l Brthe fenl'lt:lla if! ~ 61.45(e), em11't:lr5UIlHI Ie ~ 61.15(e), lll"l'lieilliell ef
th" f61'l'lt:lla illl &1.11('t'l) 115 ii:ll'thefeltl"lllillea in ~ 61.1I(e). (i), (g),lllld (ilL Ie tile
PCI fer Ihe e!l:5kel aesigfilllea il'l l 61.12(a)(3), y, ith fie lltljuslfIlefit\leifi!,. f"atle te
Ihe pels fef IIle 11ll5kels tlesi",'!'letea ill § 61.42(a)(1) llHa (2) 115 B lesllll 6rthe
1ll"I"1ielltieIl eftlle fe!'fllt:lll:! ill ~ 61.11(elllfla § €J1.45le). TIIese Feattetiefis ere !e
ae ffltiae lifter tfie titijtlSlmCftt is ftltide (€I the PC] fer the fl6:5ket aesi~fttited ifl ~

6l.42(d)(~) reslllliA:! fioelH Ihe ll:l"l'lieati6ll erllle fefffillJ6 ill ~ 61.+ 1(1l), as ft:ll'tller
e~(plf.illea ill ~ 61.·~ He), (fl. (:!l tlIla (hi.

(2) ?";et.... itnstaflsifi: the I'f6visiefts elf fHtffl.hfSph fa) elf this "eetieli. afta
stt'bjeet \6 lfiE lil=r=tilatiefl5 €If "alti;::-ftlf'h to fir tfiis seeti6fl. "Ree cftfJ leeal e;CCflftuge
ettfffef5 (fun tife reee .·eri].,~ ifltereeniiteelieH ent:l:r~e revenues tHr19t1;ft f'Er pninttte
fales purSt:lll:M Ie ~ 69.155 ef Ihis eh6!"ter sRall laf:-e!. Ie Ifle e'<tent lleeeSSllfY te
elilllillllie IRe feee. e~, 6f ft. ,y residl:l!ll illtereelllleeticJf! ehar:!e re\ enltes IRfel:lgR
l'er MiRtlEe rates. an.. PCI fetfttetiafls tiSSeeitHea ",i1ft the B~sket desibRttEea ifl
~ C1.42(SHC) that re:u:lh tfeffi Ike 1if'1,lieB:tieR elf the fSffluila ifl ~ 61.-11(6), as
ftll'ther e,<!"laillee ifl ~ 61.11Ie). (I). t;). !IlIa tRl, :e tho PCI fer Ihe bllsl«l
fiesi:-Il!llecl ill ~ 6 1.~](6)(~), with Be !ldjustmellt \loin", mllde te the PCls fer the
hasket aesihAatea i19 ~ 61. '12ts)H)) as a ft:3l:l1t e(tLe tlflf'lieatiel"l oFthe felllidla;n ~

61.11(\1). This reslIetien is !e \Ie Illlld" I:lfter 61l~' fttljlls\l'flem ll'lftde PllfStl!lfl1 Ie
p.lfl:l:rlll"h fi)f I) Bf this seetiell.

13) Thretl:h Deeof!li'ler 3J. lr)')~. th" l'etll:lelit'l1J in IRe PCI fer Ihe e!lsket
desi;f!Bfed ill ~ 6J. 121 fill J I llitlt restlhs {i'eft] !'1:I,.tI:rtlph (j)( II ef this seeti"," shl:lll
l'le tlelerf1iifled hy ai"idill: rhe Stlfll or the delle,. eFfeets efthe PC! redlieticJns tRat
"'t'>lile hll. 0 1:ll"I"1iea ltJ the baskets de:;i=lll:lted If! ~ &J .~]lt:llIll tina (d)l]l e,ee!,t
fer the I"re,isieft5 ef I"t1Fa:!ftll"h Ii)l J I ef IhlS seetitln b~ tfte atlltl!' tlll'lt'>tlnt
esseeifllee wit" tRe pC! Fer tlte ""sketfiesi:ntlted in ~ I' 1.42iall' I. !Ilia fI'Iu1til'l ... ill;
!Re pel fer tile bl:ls1<et deSl~AI:l:eEl III ~ &1.42(tljl~J b~ cJne ff1if!t1S ·the resl:lltin.';;-
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(4) EIreeti. e J8flt:l8:fY 1. ]998. ~he reStletieli ill tfle pel fer the easket
eesigfiatea ifl § 61. 12(e1(3) !flat feStllts Iffllll I'fJl'fJg'I'lll'flS (;)(1) ltl'Ie (i1l2) ef this
seetiea 9h8:l1 'Be eetertlliflee 6:,' sivid:ift,h the 3t1f'fl ef the aeller effeets €if tl1e PCI
restJeti6115 tbat '.v8tllei have at'f'lies te the eesltets eesibftfl£ea if) ~ 61. 12(8)( 1).
(e)(2), aile (6)(6), exeel't fer tile !ll'eyisiellS ef paragrel'hs (il(l) Me (i)(21 ef Ihis
seeti6ft_ e," ffioe eellM' flfttet:J:Ht ft53eeiiltea ,yit}, tfle PCI fer the essket tlesi_f\stetl 1ft
~ 61.12(a)(3)~ 8:f16 ffialtiJ'ly':41b the PCl fer tfie be:dfet eesi.!!!uttee ift ~ 61~ ;2(6)(3)
'By ene ftl1ftttS the res1:ilti,u:: retie, .... -

(D (1) Price cap local exchange earners that are recgveripg revenues through
rates pursuant to SS 69.106. 69.) 08. 69.] 09.69.119.69.111.69.112 69.113.
69.118.69.123.69.124,69.125.69.129 or § 69155 gfthis chapter shall target. to
the extent necessary to reduce the Average Traffic Sensitive Charge to the Target
Rate for the first time, anv PCI reductions associated with the dollar impact of the
Common Line, Traffic Sensitive, Trunking and Marketing baskets' Gnp-PI and
productivity factor. as those items are described in paragraph (£)(6) of this
section. In order to calculate the actual dollars t9 transfer to the Trunking and
Traffic Sensitive baskets, carriers will first deteunine a "Targeted Revepue
Differential" bv basket and then detennine the UTargeted Revenue Differentia)"
that will be transferred to the Imnking and Traffic Sensitive baskets t9 reduce the
Average Traffic Sensitive Charge to $0.0055 or $0:0065, whichever is applicable.
DollarS that are transferred to the 1runking and Traffic Sensitive baskets from the
Common Line. Traffic Sensitjve Tnmking and Marketing baskets shall pot be
used to reduce the pels in those baskets: Before determining the portion of
TMgsted Revenue Differential that will be targeted to the reduction of the
Average Traffic Sensitive Charge. from the Common Line Traffic Sensitive.
Trunking and Marketing baskets price cap local exchange carriers shall first
calculate the Targeted Revenue Differential associated with the Common Line,
Traffic Sensitive, TWnking and Marketing baskets.

(1) the price cap local exchange carrier shall use the foUowing
fonnula:

Targeted Revenue Differential;: R * (Gnp-PI - X)

tl) Anv such exogenous adjustments shall be reflected in the various PCls
and SBIs in the same manner as the\' would if there were DO targetinG. However.
after Januarv 1, 2000. exoGenous adjustments will be recovered from services
other than those used to calculate the Average Traffic Sensitive Charge.

(3) Until a Tariff entirv"'s Average Traffic Sensitive Charge equals the
Target Rate for the first time. the aggregate reductions \\'jthin a given tariff filing
eptitv from applicatjon pfrhe X-factor adjustment in the price cap fonnula across
all of that entiN'S interstate price cap baskets (less access reductions if an", the
ILEC chooses to applv as oelul" 1 2001 to reduce Specjal Access rates, up to the
amount gf reductions Special Access would get through an untargeted application

Ii
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ofthe X-factor adjustnlenU will be targeted to reduce tb' {oUowjng rates for that
tariff filing entity, in order ofprioriry:

ti) To the residual pet minute Transpgrt IntercoM.ctiop Charge,
until that rate is SO,OO: then

(iil To tbe Infonnation Swcharge, until that rate is $0.09; then

- (iii) To the Local Swjtching charge and SwilChed Transpou
charges until the tariff entity's Average Traffic Sensitive Rate equals the
Target Rate for the first time, In making these reductions, the reductions
to Local Switching tates as a percentage of total X-facto! reductions mUSI

be greater than or equal to the percentage propgniQD of Local Swjtching
revenues to the total sum of revenues fOT Local Switching Local
Switchipg Trunk Ports, Signalling Transfer Poipt Port IenninatioD,
SwjtcQeg Direct Tmnked Transpoo, Signalling for Switched Direct
Irnpked Transpgrt, Entrance Facilities for switched access traffic, Tandem
Switched Transpgrt and Signalling for Tandem Switching (i,e" Local
Swjtching gets at least its proportionale share gfreductions),

(4) After an !LEe reaches the Target Rate level. the Avernge Traffic
Sensitive Rale will be recalculated each Annual Filing following, This process
will jdentify the new Average Traffic Sensitive Charge for the nev.' base period
level. pue to change in base period demand and inclusjon ofnew seryices for that
Annual Tariff filing the absolute level of a tariff entity's Average Traffic
Sensitive Charge mav change, The resulting new Average Traffic Sensitive
Charge level wjll be what that tariff entity will be measured agajnst during that
base period. For example. if a cowPanv was at $0.0055 during the 2000 Annual
Filing that level mav change to SO. DOSS in the 2001 Annual filing due to demand
and Dev: storiees. Therefore. it Vw'ill be the SO 0058 that the tariff entin: will be
measured against for aU Don-annual tHings. Likewise. if a cgmpaQ\' was at
50.0055 during the 2000 fihpg, that level rna\' change to 500053 in the 2001
Annual Filing due to demand and new services. In that case. it "'ill be the
$0.0053 level that the tariffeptjtv will be measured.

til IR tletel'll'liRinh the e,\[eI11 ef the 1.lrhc1ili= th~t sh.tll eeeur lmF'l:!!IRl Ie
f"tfft1::-l"tlt'hs (i)/)) Ma l.i)(H of this sc:etltJl' ::tfld ~'(]l.-4~(iH]1 t.md {iH2), lflelil eXehtifl::-e
ch~rriers sRall:

f I) Cen1f'Hfe tLeir :il'Hiei,L'tlted residl:lai iflleffdFlFh:?eeiaf1 eA£J:r,kc f11'fJ6t:lnt by
c~<elutliR= Fe" eflues lllat tift e.<flceletl Ie Re fetllleetltetl te ceSI eBUSa!l\'e
ftteilities basecl ehttroges if!: {hi;? fdtt1rc:. To Jceenflifu intcreel't:Ileetiel'l ehl±f~c

fllll"Ulll' s" eKell'Bed in e<>fmee,;"" .... I!R Ille lui.. I. 199- fliRt:: f1linfj, the
fe.llBwiR! leeRl e;<eht!lize etiffie:rs sht111 ttge tl!:i !:if! t!3timate ef. '.he res181:ltll
intere6t~eetjen ehtlr~e ;e\,enttes tile sl'eeified t'esitlt1tiJ it,te. eetlfleetieH efit:tr~e
"efeeRl&;e: ~,-q"\;EX. -- .6~ flereeRl: BellSeulR, 5f;, 9: flereem: L' S 1,>,' eSf. 59.1 l
"ereel'll: Bcll AI\flmie, (;3.96 percent: Seufil" eSlerR Bell Te1el"llsne, 69,11
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J'el"eeftt: eH6 Paeifie DeB Me ?-Je·t'-aBe Bell. 5J.S2 J'ereeftt. Eaeh reftlelflifl= fl";ee
ellfo' 16eal exelul.i\ge eamer shaH estimate B 'ffsifht8:1 mlereeftfteetiefl ehsrge in all

1Utl6H:ftl eflt!al 16 55 pereent 6f its el:lffent ifttereeMeetieft ehsf;e reyetlues, Fef
sl:1eSeflttent (&fiff Hlings if! , ..hieA lhe PCI fe6t1etieuJ life t6 j,e t8r~eteB t6 tft:e
ifltereeftBeetieft e8flfge, tflese ,",tiel estimates shell he 8sjt:lsled fa r:efleet the
aettial tlffl6ttflfS that ftB:"re BY ';,'ill ee realleeatee. If the \ise ef these estifuates
fe:ittlrs tIl ftJBPe PCI reeh:!etieM eemg targetes 16 the il1lel"eBflfH~e_tieft ehat'ge than
reqtti:l'ea fa ehfliiftate the I'er mitUlle intereeHJleetiefl eharge. tfie leea1 e,tehftfl~e

eamer shaH ffittke the neeessary e.t6 e fft6t!5 aajt1stffleftts t6 reyef3e the effeets ef
tfte e.ieess t8f!etifl:~,

(2) ~*et i8eltlae the 1tl'Yl6tlflt ef8f\' exegeft6tl5 8sjt:istmeftts refleetee ifl tfie z
eeffl~efteftt 6f tfte fem1ula:s if! §§ 61.1-1(e) aflB 61.~S(e). }tf'lY stleh eXe~ef16t:1S

aajt15if!lents :;11t\1l ee reReetea ifl 1i\e \'tlf'ietlS pels aile SOls 1ft the same maMef' as
tfie) -14 6t:lla if t},efe "ere 116 £e:rgetifle"

0) [Removed and Reseryed.J

(k) The calculation of the PCI for the basket designated in § 61.42(d)(3) shall
include any residual interconnection charge revenues recovered pursuant to §§ 69.153
and 69.155 of this chapter.

(I) The calculation of the PCl for the basket designated in § 61.42(d)(6) shall
include any marketing expense revenues recovered pursuant to §§ 69.153 and 69.156 of
this chapter.

§ 61.46 Adjustments to tbe API.

(a) Except as provided in paragraphs (d) and (e) of this section. in connection
with any price cap tariff filing proposing rate changes, the carrier must calculate an API
for each affected basket pursuant to the following methodology:

where

API I =

APII. 1 =

PI =

PI-I =

v, =

the proposed API value;

the existing API value.

the proposed price for rate element "i"

the existing price for rate element and "j"

the current estimated revenue weight for rate element "j,"
calculated as the ratio of the base period demand for the rate
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element "i" priced at the exlstlng rate, to the base period
demand for the entire basket of services priced at existing rates.

(b) New services subject to price cap regulation must be included in the
appropriate API calculations under paragraph (a) of this section beginning at the first
annual price cap tariff filing following completion of the base period in which they are
introduced. This index adjustment requires that the demand for the new service during
the base period must be included in delermining the weights used in calculating the API.

(c) Any price cap tariff filing proposing rate restructuring shall require an
adjustment to the API pursuant to the general methodology described in paragraph (a) of
this section. This adjustment requires the conversion of existing rates into rates of
equivalent value under the proposed structure, and then the comparison of the existing
rates that have been converted to reflect restructuring to the proposed restructured rates.
This calculation may require use of carrier data and estimation techniques to assign
customers of the preexisting service to those services (including the new restructured
service) that will remain or become available after restructuring.

(d) (1) Subject to paragraph (d)(2) of this section, and in connection with
any price cap tariff proposing changes to rates for services in the basket
designated in § 61.42(d)(I), the maximum allowable carrier common line
(CCL) charges shall be computed pursuant to the following methodology:

CCLMou = CLMou· (l + % change in CL PCI) - (EUCLMOU + PICCMou) •
1 I (1 +(g/2»

where

CCLMOU = the sum of each of the proposed Carrier Common Line rates
multiplied by its corresponding base period Carrier Common
Line minutes of use. divided by the sum of all types of base
period Carrier Common Line minutes of use.

CLMou = the sum of each of the existing maximum allowable Carrier
Common Line rates multiplied by its corresponding base period
Carrier Common Line minutes of use, plus each existing
maximum allowable End User Common Line (EUCL) rate
multiplied by its corresponding base period lines, plus the
common line portion of each existing maximum allowable
Presubscribed Interexchange Carrier Charge (PICC) multiplied
by its corresponding base period lines, divided by the sum of all
types ofbase period Carrier Common Line minutes of use,

EUCLMou = maximum allowable End User Common Line rates multiplied by
base period lines, and divided by the sum of all types of base
period Carrier Common Line minutes of use,
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